I INTRODUCTION
There is no universally accepted definition for inflation. Inflation is the persistent change in general price level for goods and services on a year-on year basis. In any economy inflation crops up when the amount of purchasing power is greater than the amount of goods and services. Generally inflation may be a boost in the volume of currency that causes the increase in prices. From the consumer's perspective, a low inflation is always better than high inflation, because their spending on necessities is not surging faster than their incomes. On the other hand, high inflation introduces uncertainty. Depending on the depth of inflation, the economists have classified inflation into different types, namely. (i) Creeping Inflation (weak) (ii) Galloping Inflation (faster than creeping inflation) (iii) Hyperinflation (a very high rate of inflation) (iv) stagflation (inflation and recession occur together) and (v) deflation is the reverse of inflation (decline in the general price level). The major threat from inflation is that it erodes the purchasing power of currency. It discourages investment, reduces the value of savings, high inflation leads to fall in real wages. Apart from it inflation has a regressive effect on lower-income strata and senior citizens of the society. Real interest rate on bank deposits may be negative. Higher borrowing cost for business and industry borrowers. An economy with high inflation rate, makes it exports less competitive in global markets, reduces the exports, less job or no job creation, increase the business uncertainty and adverse effect on balance of payment. There are different ways to measure inflation.
Generally, on the basis of target population, the inflation indices are generated to record the price level changes for example, end users, manufactures, wholesalers, retailers etc. These indices may be CPI (Consumer Price Index), (PPI) Producer Price Index, (WPI) Wholesale Price index etc. However, in India inflation is measured over two major indices, WPI and CPI. Most of the developing nations use CPI as the measure to understand the levels of inflation. According to PIMCO, if economic growth stimulate very rapidly, demand grows even faster and service providers and manufactures rises prices continually. This is called hyperinflation, this phenomenon occurs when consumers spending exceeds the production of goods and services. This results in the decline in the purchasing power of the currency. On the other hand, when economic activity begins to slow, demand decreases and the supply of goods and services exceeds the demand. At this time, the inflation rate falls. This phenomenon is called disinflation. The extended weak demand can lead to deflation or recession or even trade depression. In the words of Schofman and Schweitzer (2000) increasing inflation is one of the major concern for investors because it decreases the real return on their investments.
History has demonstrated that high inflation can affect the economy in so many ways: for example high inflation creates uncertainty and high level of volatility in stock market. It may slow down the economic activities in the economy. Therefore, investigating the impact of inflation on stock market performance has implications for market participants and policy makers. The remainder of this paper is organized as follows. Section two discuses a review of previous empirical papers from the proposed title. Section three deals with the research methodology employed for the study. In section Four the empirical results are discussed and in the closing section discussion and conclusion have been drawn and the empirical findings are compared with the available evidence.
II. LITERATURE REVIEW
The efficiency of major global stock markets has been investigated through many empirical studies. According to these studies volatility in stock markets are caused by various macro-economic factors such as GNP (Wongbampo and Sharma (2002) (Fama and French, 1989) , budget deficits (Darrat, 1990a ;) BREXIT referendum (Sathyanarayana (2017) (Sathyanarayana (2016)) etc. when it comes inflation, majority of the studies focused on two types of inflation. They are expected inflation and unexpected inflation. According to economic theory, the expected inflation is not a risk for stock returns and only the unexpected inflation is a major threat for stock returns. Financial market participants are always ardent about the relationship between inflation and other macroeconomic factors such as economic growth for example Fischer (1993) empirically documented that growth rate and inflation share inverse relationship; supported the view of Fischer. However, Bruno and Easterly (1996) examined the relationship between inflation and growth conclude that this relationship is temporary and the inverse relationship documented by Fischer (1993) exists only when there are high inflation rate Sarel (1997) supported this view. Even Rangarajan (1998) , argued that inflation has negative impact on growth rate of an economy because of its destructive effects on productivity and efficiency. However, empirical studies conducted by Tun Wai, (1959); Paul, Kearney and Chowdhury (1997) did not find any evidence between these two variables. Cordon (1990) in his empirical study documented that low inflation is significantly related with high growth rate. Another group of researchers tried to investigate the relationship between the Inflation and GDP Ghosh and Phillips (1998) and they documented a negative coefficient between the two variables. Boyd, Levine and Smith (1996) , investigated the relationship between inflation and financial system. The study revealed that and concluded that inflation shares negatively correlated with financial markets. Yet another study was conducted by English (1999) to assess the relationship between inflation and financial development found a positive relationship, similar studies were conducted by Haslag, J. and Koo (1999) Michelle Barnes (2000) Boyd, Levine, and smith (2001), Rousseau and Wachtel (2001) .
The relationship between stock returns and rate of inflation has been examined extensively in the literature. However, the findings of these empirical studies were mixed. Fisher (1930) in his empirical investigation found a positive relationship between the stock returns and inflation and suggested that equities shares should be used as a hedge against inflation. Bodie (1976) provide evidence in favour of this argument. Later most of the studies documented the same evidence for example, Lintner, 1975; Jaffe and Mandelker, 1976; Gultekin, 1983; Choudhry, 2001 Feldstein (1980 ; Kessel (1956) ; Samarakoon (1996) Akmal (2007) found a positive relationship between stock prices and higher inflation rate. Similar findings were documented by ; Boudhouch and Richarson, (1993) . Further, in an empirical study by documented an inverse relationship between expected and unexpected inflation and stock returns. They argued that increase in the development activities, results in the shrinkage of inflation. This results in increase in the equity prices. Zhao (1999) in his empirical study conducted in China documented a significant negative relationship between inflation and stock market. Bethlehem (1972) investigated the relationship between inflation and stock market returns in JSE on a sample of 20 listed stocks. He concluded that stocks were very good hedges against inflation. In a study by Bakshi and Chen (1996) documented a negative correlation between inflation and stock prices. In an empirical study by Spyrou (2001) tried to investigate the relationship between these two variables in Greece found a negative and statistically insignificant relationship. Rao and Bhole (1990) investigated the impact of inflation on equity market returns in Indian stock market. For examining this, they estimated nominal and found a negative relationship between inflation and stocks returns and positive return for long run. Munene (2007), in an investigation found an inverse relationship between expected inflation and a direct relationship between actual inflation and stock prices.
The literature review on the proposed topic has demonstrated that stock return and inflation are interlinked. There is no unanimity on whether the relationship that exists between inflation and stock returns are positive or negative or neutral. Empirical evidence regarding this relationship in Indian stock market and other developing stock markets seems scarce in the literature. It is in the light of this that the relationship between the stock market returns and inflation is being undertaken.
III RESEARCH DESIGN
Data for the Purpose of the Study: As the current study was analytical, quantitative and historical in nature, the data collected for the study purpose was chiefly from secondary sources. For the current empirical study the data was collected from various data bases such as capital line, yahoo finance and other web sources. For the purpose of the study the major index from the selected nation has been selected for example India (Sensex), Austria (ATX), Belgium (BEL20), Brazil (Bo Vespa), Canada (GSPTSE), Chile (IPSA), China (SSEC), France (FCHI), Indonesia (JKSE), Ireland (ISEQ), Japan (Nikkei), Mexico (MXX), Spain (IBEX ) and Turkey (XU100.ES) the adjusted closing price for the chosen indices have been collected.
Specification of the Model
The following linear regression model has been used to test the theoretical relation between stock return and inflation rate Y = a + b 1 X 1 + Є Where Y = Dependent variable (Stock returns) a = constant intercept term of the model b 1 = coefficients of the estimated model Є = error component Objectives of the study 1. To analyse the relationship between stock returns and inflation. 2. To investigate the impact of inflation on stock index. 3. To offer suggestions based on this empirical study to the policymakers and market participants. Hypothesis of the Study H0: there is no significant relationship between independent variable (Inflation) and stock returns. H1: there is a significant relationship between independent variable (Inflation) and stock returns.
Plan of Analysis
To investigate the impact of inflation on the chosen indices the following methodology has been employed. In the first phase the collected data has been tested for unit root by employing ADF test (Dickey and Fuller 1979) . In the second phase, Descriptive statistics have been run to understand the data distribution and to eliminate the outliers from the data. In the third phase a linear regression model has been run to test the proposed relationship between the variables. In the last phase, residual diagnostics such as B-G Serial correlation LM test, BreuschPagan-Godfrey heteroskedasticity test and CUSUM test have been run to assess the strength of the constructed regression model. However, for Sensex and Inflation in India, we ran Johansen cointegration test to investigate the association between the dependent and independent variable. Later VECM and Wald stats have been run to assess the short run association. Finally the results have been compared with the possible evidence.
IV DATA ANALYSIS TABLE NO 4.1 TABLE SHOWING DESCRIPTIVE STATISTICS (INFLATION)
The role of descriptive statistics is to describe the patterns, trends and summarises the given data set in a meaningful way. It is evident from the above table that Inflation rate in India has a mean score of 6.666, with a variance of 9.165 (which is considered to be very high) for 204 data points. For Austria the mean Inflation rate documented was 1.939 with a variance of 0.737 for 204 data points. For Belgium the recorded inflation mean of inflation was 1.996 with a variance of 1.573, followed by Brazil 6.802 with a variance of 6.989 which is very high, Canada with a reported mean of 1.917 with a variance of 0.845 (the least variance among the chosen sample). Chile has recorded a mean inflation rate of 3.368 with a variance of 4.100. For China the reported average inflation was 2.255 with a variance of 4.502. France's mean inflation rate stood at 3.223 with a variance of 9.792. Indonesia has reported a mean inflation rate of 7.242 for the study period with a variance of 12.613 (significantly very high variance). Ireland has documented 2.027 mean of inflation rate with a variance of 7.269. Japan recorded the least mean inflation rate among the chosen sample with 0.0279 with a variance of 1.1236. Mexico has recorded the mean inflation of 4.467 with a variance of 2.093. However, Spain has documented a mean inflation rate of 2.212 with a variance of 2.710. Turkey has recorded a mean inflation rate of 15.981 with the highest variance of 273.810. Based on the above analysis we can infer that majority of the developing nations have the high mean inflation rate and high degree of volatility in inflation rate. In order to assess the relationship between the independent variable (Inflation) and dependent variable (Stock Index return) a correlation matrix has been constructed. The correlation between Sensex and Inflation was negative (-0.024) and statistically not significant. However, between ATX and inflation was negative (-0.2649 ** ) and significant. Between BEL20 and inflation was -0.2841 ** and statistically significant. However in case of Brazil the relationship was positive 0.0667 and statistically not significant. In Canada both stocks and inflation share a significant relationship with a Pearson correlation coefficient of -0.1861 **. In case of Chile, the correlation coefficient was -0.1705 * which is statistically significant. Chinese stock market was also share a negative relationship with inflation with a correlation coefficient of -0.1971 ** . However, between FTHI and inflation the correlation coefficient was negative -0.1785 * and significant. When it comes Indonesia it was significant and negative to -0.0178 * . In case of Ireland (ISEQ) the correlation coefficient was negative and not significant with a Pearson correlation coefficient of -.078. The correlation between Nikkei and Inflation was negative (-.173 * ) and statistically significant. In case of Mexico, the correlation coefficient was -.013 which is not statistically significant. Spain (IBEX) has recorded a negative correlation -.083 which is not statistically significant. Turkey has reported a negative correlation -.095 which is not statistically significant. All the chosen indices reported a negative relationship with inflation except France. 
IV DATA ANALYSIS

Turkey
Regression result shows that independent variable (Inflation)share positive coefficient with the dependent variable meaning that it shares an direct relationship with the dependent variable (stock returns). Inflation is statistically not significant at 0.05 level with a p value of 0.160255 therefore we cannot reject the Null hypothesis. Where R square value of 0.974% and Where Durbin-Watson value of 2.081110. In order to investigate the existence of serial correlation in the time series data, B-G Serial correlation LM test has been conducted. It is evident from the above table that the there is no serial correlation in the time series data. In the second phase, we conducted Breusch-Pagan-Godfrey heteroskedasticity test It is evident from the above table that there is no Heteroskedasticity in the time series data. (1) is the residual of the 1 period lag residual of the cointegrating vector between Inflation and Index returns that means between the Index returns (dependent) and inflation is the independent variable. In this case, the C (1) is negative and p value is also significant. Error correction term is significant and sign is minus it means that Inflation has a long run causality from inflation to index returns. In order to assess the short run relationship or the short run causality from inflation to index returns. For this purpose we have used the chi square value of Wald statistics to check the short run causality here inflation 
RESIDUAL DIAGNOSTICS
NORMALITY TEST
In order to investigate the normality of the distribution Jarque-Bera test for normality has been conducted. It is evident from the above table that the data is normally distributed.
V. DISCUSSION AND CONCLUSION
The current paper entitled "relationship between inflation and stock market evidence from selected global stock markets" have been undertaken with an intention to investigate the relationship between inflation and stock returns of the chosen economies. In order to realise the stated objectives the researchers have collected the monthly data from 1.3.2000 to 31-03-2017 . In the first phase we conducted ADF test to investigate the existence of unit root in the distribution. In the second phase we ran Pearson correlation coefficient for the collected data to find out the association between the inflation and stock returns. We found a significant relationship between inflation and stock returns for Austrian index (ATX), Belgium Index (BEL20), Canadian Index (GSPTSE), Chile Index (IPSA), Chinese Index (SSEC), France Index (FTHI), Indonesian Index (JKSE) and Japanese Index (Nikkei) with negative relationship. However, for Ireland (ISEQ), Mexico (MXX), Spain (IBEX) and Turkey (XU100.ES) we found a negative correlation coefficient without any statistically significant relationship. For Brazilian Index (Bo Vespa) we found a positive correlation coefficient and statically insignificant relationship. In the next phase we ran linear regression and found the following findings: For Austria, inflation was statistically significant at one percent with negative coefficient. For Belgium we found a negative coefficient and it was statistically significant at one percent level. However, Brazil had a positive coefficient with the dependent variable and Inflation was statistically not significant. For Canada the predictor was sharing negative coefficient and was statistically significant at one percent level. For Chile Inflation shares negative coefficient and was statistically significant at five percent. In China the predictor has shared a negative coefficient and was statistically significant at one percent level. However, France the predictor shared a negative coefficient with the dependent variable (stock returns). Inflation was statistically significant at five percent level. In Indonesian economy the independent variable (Inflation) shared positive coefficient with the dependent variable. Inflation was statistically not significant at five percent level. For Ireland the Inflation shared a negative coefficient with the dependent variable and it was statistically significant at five percent level. In Japanese economy the independent variable had a positive coefficient with the dependent variable however, Inflation is statistically not significant at conventional level. Mexico has reported a positive coefficient and was statistically not significant whereas, we found a positive coefficient in Spanish economy and it was statistically not significant. For Turkey, we found a positive coefficient with the dependent variable and it was not statistically not significant at conventional level. For Indian benchmark index, we found a long run causality model from Inflation to index returns, however, there is no short run causality Inflation to index returns based on Wald statistics.
History has demonstrated that high inflation can affect the economy in so many ways for example, it erodes the purchasing power of currency. It discourages investment, reduces the value of savings, high inflation leads to fall in real wages. It affects all the segments of the nation. Our results are in line with the literature for example, Zhao (1999); Bethlehem (1972) ; Bakshi and Chen (1996) ; Spyrou (2001) ; Rao and Bhole (1990) etc.
Current study clearly throws light on the effect of inflation on the stock market returns therefore, it can help the market participants such as traders, fund managers, financial market regulators and investors to make good portfolio decisions based on the information about expected inflation and unexpected inflation. The study confirms that there exists an inverse relationship between the stock market returns and inflation firms can take this one has a clue to adjust their reported profits by raising the prices.
Even the policy makers can also take the current findings has a clue to frame prudent monetary policies to regulate the inflationary trends in the economy. It is suggested to the policy makers to have a contractionary policy to reduce the supply of money by offering low interest rate on t bills, increasing the interest rates (bank rate policy) and increasing the cash reserve ratios which in turn reduces the lending capacity of the banks. In the process, it freezes the further acceleration in prices to the extent it is created by banks credit to the public. From the above policy, one can effectively control the inflation. For any economy this is vital because, reducing spending is during inflationary trends regulates the rate of inflation.
As for as economics is concerned, inflation is an outcome of mismatch in demand and supply sides meaning that failure of aggregate supply to match the escalation in aggregate demand. Therefore, inflation can be regulated by increasing the supply of necessary goods and services. Most of the time the monetary policy of the state alone, may not be effective in regulating inflation, for example if it is due to cost-push factors. In general monetary policy can check the inflation due to demand-pull factors. The economists suggest that a nation can achieve higher growth by regulating the rate of inflation and raising public investment. To achieve the growth and maintain lower inflation, the state needs to control budget deficits.
Yet another important measure to regulate inflation is currency demonetisation especially higher denominations. This is a very effective measure only when there is myriad of black money in the economy. Monetary policy alone is inadequate of regulating inflation. It should, therefore, be strengthened by proactive fiscal policy. In this case inflation can be regulated by controlling the unnecessary government and public expenditure. This can be achieved through, effective taxing policy by providing incentive to those who save and penalising the evaders by imposing fines. In the background of the current empirical study, the statistical relationship between the rate of inflation and its impact on stock market depending on the nation's monetary and fiscal policy, the methodology and the basket of commodities and services used and the period of study among other factors. The findings of the study confirms the theory that inflation in an economy has a negative impact on the performance of stock market. Through, effective monetary and fiscal policies the government can check the rate of inflation and thus creating investors' confidence in the capital market. Further, there is a great need to identify factors such as growth rate, GDP, inflation, interest rate, oil shocks etc. that have significant effect on stock market performance. This will facilitate investors and capital market regulators to make rational decisions.
